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ANNUAL REVIEW OF NEW ENGLAND BUSINESS: 


1960: A Year With Unfulfilled Hopes 


The widely heralded decade of the Golden Sixties developed a little tarnish in its 
first year. There are grounds for believing that this tarnish is superficial and 
temporary and has not eroded deeply; with appropriate effort it can be removed 
and a measure of the original luster restored. 

The lively surge of economic activity, which was expected by some to accompany 
the settlement of the steelworkers’ strike and the turning of the calendar to a new 
decade, did not follow with automatic precision. As the year moved on, several 
measures Of economic activity slowed, leveled off, or turned downward. Whether 
these changes constitute a recession is a matter of definition and individual judg- 
ment. To date, however, the changes which have occurred are not commensurate 
with those which attended the 1957-58 recession. 

The timing and magnitude of the changes varied considerably. Softness has been 
largely centered in business investment. With allowance for seasonal variations, 
the flow of business spending for inventory accumulation apparently reached a 
peak in the first quarter, and the flow of expenditures for new plant and equipment 
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reached its high point in the second quarter. 
Final demand for goods and services, as measured 
in terms of gross national product, was still rising 
in the third quarter. 

Money rates and stock market values com- 
menced rather precipitous declines around the 
close of 1959. Construction, particularly residen- 
tial, evidenced even carlier signs of weakness. 

On the other hand, personal income and elec- 
tric power output continued to rise almost with- 
out interruption, Retail sales, particularly olf 
automobiles, have held up rather well, with 
allowance lor scasonal factors. 

Along with these national trends, as available 
regional statistics indicate, the New England 
economy followed the same general pattern dur- 
ing 1960. Deviations were more frequently ones 
ol degree than of direction, For example, trends 
in consumer spending and in residential construc- 
tion were generally more favorable in New Eng- 
land than in the nation at large, while the reverse 
held true with respect to trends in employment 
and in business loan demand. 

New England employment, as compared to 
that in other regions, was relatively little dis- 
rupted by the late 1959 work stoppage in the 
steel industry. In) January 1960) its 3,574,000 
nonlarm jobs were 3.0 percent above a year ear- 
lier. ‘Phat year-to-year percentage gain was the 
greatest in several years, and has not been 
equaled since. It narrowed continuously in the 
succeeding months of 1960, and by the year end 
the 12 months’ gain had about disappeared. 

At the outset of 1960 only the textile and 
leather industries in the nonagricultural economy 
showed 12 months’ employment losses. A widen- 
ing group of industries slipped into this category 
with the passing months. By June total manulac- 
turing jobs were fewer than a year earlier, and by 
November the year-to-year loss had expanded to 
2.4 percent. Nonmanufacturing employment 
held up better, and still showed a 12 months’ 
gain of 1.8 percent in November. 

The unfavorable swing in unemployment, ex- 
pressed as a percentage change from a_ year 
earlier, is much more marked than that in em- 
ployment as described above. Insured unemploy- 
ment last January was 12 percent less than a year 
earlier. In April it surpassed the year-earlier fig- 
ure, one month later than was the case in the 
nation at large. In November the 12 months’ ex- 
pansion had reached 33 percent. In November 
the labor market areas centered around Brock- 
ton, Fall River, Lawrence, Lowell, New Bedford, 
New Britain, Providence, Springfield and Water- 
bury were estimated to have unemployment rang- 
ing between 6 and 9 percent of their respective 
labor forces. 
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‘The weakening employment situation was also 
reflected in shorter workweeks. In November, as 
in some previous months, the average weekly 
hours of production workers were below year- 
earlier levels in all six states and in most manu- 
facturing industries. Curtailments in both em- 
ployment and hours of work served to depress 
the production worker manhour index, which is 
useful in pointing out changes in factory output. 

The New England manufacturing production 
index, which is derived from inputs of factory 
labor and industrial usage of electric power, had 
an October value of 115 of its 1950-52 base. This 
was a moderate decline from values of 117 at the 
beginning of the year and of 118 in October 1959. 
Supporting this trend was the tendency, as the 
year moved on, for a decreasing percentage of 
New England purchasing agents to report higher 
production rates, and for an increasing percent- 
age to report lower production rates. 

Overall inventory holdings by New England 
business cannot be adequately measured by exist- 
ing statistical data. However, reports from the 
same group of purchasing agents indicate that 
reduced production schedules were associated 
with studied attempts to contract inventories, 
particularly of the purchased goods category. 
Likewise a more cautious merchandise ordering 
policy in later months of the year by department 
store operators became evident as they made an 
effort to curb an inventory accumulation which 
had risen from a seasonally adjusted index value 
of 141 in April to one of 151 in November. 

Inferences that capital expenditure programs 
of New England manufacturers might be in 
process of curtailment as a result of the changing 
economic environment cannot yet be confirmed. 
A New England survey in the spring disclosed 
plans that would boost aggregate 1960 spending 
12 percent over the 1959 total. A follow up survey 
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in the late summer, based upon a smaller report- 
ing sample, increased this gain to one of 14 per- 
cent. Subsequent surveys of nationwide scope 
indicate that capital spending at a seasonally 
adjusted rate eased off after the second quarter. 

Personal income has been a sustaining facton 
amid some symptoms of a contracting economy. 
Business Week estimates aggregate personal in- 
comes in the six New England states in 1960 
to have been 6.4 percent higher than a_ year 
earlier. Despite shorter workweeks, average 
weekly earnings of factory workers in November 
were generally higher than a year ago. 

Retail sales benefited from this stability in 
incomes. Aggregate 1960 sales at all New England 
retail outlets were estimated to be 5 percent 
greater than those of the preceding year. ‘The 
extent of the percentage gain tended to decline 
as the year wore on and as job layoffs or shortei 
workweeks induced some consumers to weigh 
their expenditures more carefully. 

Judging by New England’s sample of regularly 
reporting department stores, total 1960 sales 
seemed headed for a 3 percent gain over 1959. 
Here, too, the performance relative to a year ago 
declined somewhat in the later months, but re- 
mained more favorable than that shown by the 
national sample of reporting stores. Sales per- 
formances were better than average for some 
apparel and other soft goods items, as well as in 
basement departments, but poorer than average 
for appliances and some other hometurnishings. 

Department store stocks rose more rapidly 
than sales in later months of the year, and some 
downward adjustments were accordingly made 
by stores in their orders for new merchandise. 
The volume of outstanding credit granted to 
customers expanded, especially in the case of 
revolving credit accounts, but collection ex- 
periences continued to be generally satisfactory. 

New automobiles purchased by New Eng- 
landers during the first ten months of the year 
were 16 percent more than the number pur- 
chased in the corresponding 1959 period, ac- 
cording to state registration data. The relative 
scarcity of new cars in late 1959 due to steel 
shortages, and popular preference for the newer, 
less cumbersome models, contributed towards 
this favorable sales trend. Nationally, the com- 
parative sales gain was only 6 percent. 

Vacation business spending in 1960 presented 
a mixed pattern, Winter sports enthusiasts, re- 
sponding to ideal weather and snow conditions, 
increased resort patronage by 10 percent over 
the preceding season. Lodgings at summer re- 
sorts were alternately up and down compared to 
1959 months, both years falling 1 percent short 
of the 1957 record. Attendance at miscellaneous 


January 1961 





tourist attractions surpassed that of a year ago 
by | percent, with receipts evidencing some in- 
creased restraint in spending. Registrations for 
boys’ and girls’ summer camps started slowly 
but finished 2 percent ahead of a year ago. 

A less persistent upward movement in prices 
in 1960 compared to other recent years has 
allayed to some extent earlier worries over in- 
lation. By the same token, it may have contrib- 
uted to the deferring of purchases which might 
have been advanced earlier in anticipation of 
rising prices. ‘The national wholesale com- 
modity price index changed little during the 
year, as lower prices for some crude industrial 
commodities were roughly balanced by higher 
prices for farm products and processed goods. 
The consumer price index maintained a gradual 
rise during the year, largely because of the per- 
sistent rise in prices for services and because ol 
some recovery in food prices from the depressed 
1959 levels. 

Net new saving, which New Englanders put 
into mutual savings banks, savings and loan 
associations, commercial bank savings accounts, 
life insurance and savings bonds during the year 
1960, is estimated to total somewhat less than 
the corresponding 1959 total. But there was an 
apparent reversal of trend within the year. As 
spending moderated within the course of the 
year, saving statistics evidenced a roughly com- 
pensating increase. For example, although de- 
posit balances at New England mutual savings 
banks expanded from month to month through- 
out the year, the expansion through May was 
less than that during the corresponding period 
of 1959, while after May the expansion exceeded 
that of the 1959 period. Accordingly, the annual 
growth rate in deposit balances contracted from 
5.1 percent at the beginning of 1960 to 4.4 per- 
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cent as of May 31, and then widened to 5.6 
percent as of November 30. 

Chiel credit and monetary developments in 
1960 were a lessened pressure for credit expan- 
sion, lower interest rates, and a shift in Federal 
Reserve policy from restraint towards ease. 

The chief categories of bank loans — business, 
real estate and consumer — all expanded dur- 
ing the year at member banks in the majo 
cities of the First Federal Reserve District, but 
the expansion in total loans was substantially 
less than during the preceding year. ‘This al- 
lowed the banks to rebuild in part their security 
holdings following reductions made in 1959. 
Nationwide statistics indicate that the annual 
rate of expansion in mortgage credit held by all 
types of lenders slowed to about 8 percent dur- 
ing 1960, as compared to a rate of I] percent 
during 1959. Similarly, the rate of expansion in 
total consumer credit dropped to about 8.5 per- 
cent in 1960 from 12 percent in 1959. Overall 
demand for funds was also eased by a_turn- 
around in Federal Government financing from a 
deficit to a surplus budget status, and from a 
decline in the flow of new state and local gov- 
ernment security offerings. 

Lower interest rates accompanied the reduced 
pressure for funds. From peaks attained around 
the beginning of the year, yields on both long- 
term and short-term Government issues de- 
clined sharply at first, but later achieved a 
measure of stability. Rates for commercial pape 
and bankers’ acceptances followed about the 
same course as ‘Treasury bill yields. In August 
the rate for prime business loans was reduced 
from 5 to 414 percent. 

Monetary policies were adjusted during the 
year to the easing of inflationary pressures and 
the slackening of business activity. The discount 
rate was reduced from 4 to 314 percent in June, 
and to 3 percent in August. Member bank re- 
serve requirements were reduced during the 
year, in part by including vault cash as reserves. 
These and other changes including open mar- 
ket operations permitted a shift of member bank 
free reserves roughly from a $500 million nega- 
tive level to a $500 million positive level. 

The trend of construction contract awards in 
New England, as compiled by F. W. Dodge 
Corporation, deviated up and down from the 
1959 trend, averaging 4 percent down through 
November. The chief drag on this year’s perform- 
ance was in the category of contracts for public 
works and utilities, which through November 
totaled 35 percent less than a year ago. Con- 
tracts for nonresidential buildings were up 16 
percent because of sizeable contracts for com- 
mercial, educational and social buildings. 


Votal residential contracts over the same com- 
parative periods registered a 4 percent decline, 
which is relatively mild in comparison with the 
12 percent decline nationally. In contrast to the 
national experience, New England contracts for 
one and two family homes did not fall below the 
vear-earlier figures until March. Lower mortgage 
interest rates in this region account in part for 
the relatively better performance in New Eng- 
land. Both nationally and in New England, 
trends in residential construction were stronger 
for public multi-family projects than for private 
one- and two-family homes. 

For New England agriculture over-all, 1960 
was a good year. For potato and egg producers 
it was a year of recovery from disastrous ex- 
periences in the fall and winter of 1959. 

New England’s cash income from farm market- 
ings rose 8.7 percent in the first nine months of 
1960 as compared with the similar period of 1959. 
The comparable national figure was a rise of 0.8 
percent. Poultry and potato production normally 
account for about a third of New England’s total 
income from marketings. Thus, the ‘leverage 
effect, favorable or unfavorable, is powerful. This 
is observed most clearly in Maine’s 65.0 percent 
increased income from crops, largely from pota- 
toes. This favorable leverage effect of the Maine 
potato crop was instrumental in increasing New 
England's total crop income by 25 percent. 

New England's year-to-year income gain from 
livestock and livestock products was 1.9 percent, 
a much less marked change than that observed 
for crops. Slightly greater milk production at a 
somewhat lower price accounts for much of this 
stability, Both egg and broiler prices have been 
higher for the year, starting from egg prices in 
January and February 1960 that were as low as 
any in 1959. Egg production was up 5.6 percent 
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based on 10 months’ average, but broiler produc- 
tion in the region’s two major growing areas has 
been down about 7.6 percent for the same period. 


Durable Goods Manufacturing 


Plants manufacturing primary and fabricated 
metals products were especially beset by a slump 
in activity during most of 1960, and no improve- 
ment was evident in the fourth quarter. At 
copper and brass plants in the Naugatuck Valley 
of Connecticut, a sluggish flow of orders has kept 
work schedules well below normal for some time. 
For wire mills, high inventories and a slack de- 
mand trom the construction industry combined 
to produce a poor business year, Many iron and 
steel plants, as well as foundries, cut operations 
back to a three- or four-day workweek. Novem- 
ber employment at fabricated metal plants mak- 
ing such items as cutlery, hand tools, hardware 
and screw machine products was about 7 percent 
less than a year earlier. 

In New England’s nonelectrical machinery in- 
dustry, 1960 business was good in some segments 
but poor in most. Textile machinery producers 
have enjoyed somewhat of a boom for two years, 
and one major producer is assured of high-level 
operations into the second quarter of 1961. But, 
in general, the slower pace of textile mill activity 
and the work-down of the former large order 
backlogs for machinery is causing a reduction in 
the amount of iron being poured at textile ma- 
chinery foundries. Production of paper mill ma- 
chinery declined, following completion in 1959 
of extensive plans for modernization and expan- 
sion. Machine tool producers experienced a dis- 
appointing year, despite interest shown at their 
exposition of new machines and a large volume 
of orders from abroad. 

Employment at electrical-electronics plants in 
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New England fluctuated narrowly with a small 
net expansion until disturbed by a strike against 
a major producer in the fall. Growth continued 
in the communications equipment segment of 
the industry. Electronic component makers 
trimmed their staffs somewhat during the year. 
Cutbacks at plants producing electrical equip- 
ment for automobiles and appliances in May 
were not fully restored by early fall. 

The manufacture of transportation equipment 
of various types is one of New England’s more 
important industries. Operations during 1960, 
however, were seriously disrupted by a series of 
strikes directed successively against major pro- 
ducers of ships, aircraft engines and miscella- 
neous electrical engines and equipment. Losses 
attributable to each of these disruptions were 
substantial. On the other hand, operations at- 
tendant upon the construction of nuclear pow- 
ered submarines continued to provide strength. 

Likewise busy were ordnance plants in New 
England, where an expanding backlog of orders 
for guided missiles and other defense needs main- 
tained work staffs up to 15 percent above year- 
earlier levels despite interruptions caused by 
strikes. 

Work forces at New England instrument manu- 
facturing plants, after expanding by 11 percent 
in 1959 and early 1960, were partially contracted 
during the later months of 1960 as orders de- 
clined and as labor disputes closed some plants. 

Healthy demand for New England furniture 
products maintained employment, output and 
order backlogs at high levels through 1960. Com- 
petition induced style changes and new types of 
furniture, and the resulting diversity of products 
obliged producers to carry greater stocks of 
finished goods. 


Nondurable Goods Manufacturing 

The New England textile industry, although 
retaining some elements of strength, has slipped 
from the good cyclical position which it enjoyed 
in 1959. Diminishing orders, particularly for fab- 
rics for early 1961 delivery, have reduced back- 
logs. Curtailments in output have not prevented 
some piling of inventories. Price shadings have 
narrowed mill margins. Work forces in each 
month of the year have been less than in the cor- 
responding month of 1959, and in November were 
down I1 percent from a year earlier. Mill con- 
sumption of cotton has dipped under 1959 levels 
in recent months. Operations at woolen and wor- 
sted mills displayed more than average weakness, 
and one large unit is running out order fulfill- 
ment preparatory to final closing. 

Business in the apparel industry held up rela- 
tively better than in some of New England’s 








other soft goods industries. Operations expanded 
about normally for the spring season. Following 
the vacation shutdown period, however, the ex- 
pansion for production of fall and winter gar- 
ments fell appreciably short of the strong per- 
formance in the third quarter of 1959. November 
staffs were | percent below those of a year ago. 

New England shoe producers, after a record 
year in 1959 and a good first quarter in 1960, cut 
back operations more sharply than usual in the 
spring, as inventories appeared high and retail 
ordered with caution. Demand for fall and win- 
ter lines was also initially below expectations, 
but stepped up later as retailers placed orders 
for the early 1961 Easter market. Ten months’ 
production was 4.5 percent less than in 1959. ‘The 
New England industry views with alarm the 
rising volume of imported women’s novelty and 
children’s shoes. 

Jewelry manufacturers generally found 1960 
to be a better year than either 1958 or 1959, al- 
though the seasonal upswing in production for 
the Christmas market was not.so sharp as in some 
recent years. Better quality lines and bead jewelry 
found above-average market acceptance. 

New England paper mills operated at rela- 
tively constant rates during 1960. Low-cost south- 
ern mill competition induced further shifts from 
standard production grades to printing papers or 


specialty technical papers. Both order backlogs 
and profits showed a tendency to decline in the 
latter part of the year, although profits of some 
larger integrated companies improved or at least 
remained constant during the year. 

In the manufacture of rubber and plastic prod- 
ucts, New England employment declined by 6 
percent in the first 11 months of 1960, and fur- 
ther decline seemed likely. Profits in the rubber 
sector were squeezed between high costs of nat- 
ural rubber used and lower prices for final prod- 
ucts. Profit margins were also narrow in the plas- 
tics sector, but operations continue to expand. 

Employment at New England chemical plants 
experienced | percent further growth during 
the first 11 months of 1960. Sales of established 
products such as soaps and detergents expanded 
further from the 1959 levels. New markets are 
being found for industrial gases and some plastic 
materials. Within the industry, both downward 
and upward price changes are noted for the vari- 
ous types of chemical products. 

While this brief summary points out for many 
New England industries attainments which fall 
short of their original 1960 goals, many industry 
spokesmen voice their feelings that the setback 
will be replaced with renewed strength by mid- 
year of 1961. 





Christmas Sales Rise Slightly 


New Englanders spent slightly more money in 
the region’s department stores during this year’s 
Christmas shopping season than they did last 
year. In doing so, they established a new record 
for Christmas spending. Unlike last year, the 
issue of a sales gain remained in doubt right up 
to Christmas Eve. Not until then were the mer- 
chants able to say they had overcome the slow 
start perhaps engendered by the quite early date 
of Thanksgiving, and the virtual halt to shop- 
ping the day of the blizzard and the slow recov- 
ery from its paralyzing effects on transportation 
and parking. Extra night shopping hours were 
hurriedly arranged to replace shopping oppor- 
tunities lost as a result of the storm and played a 
part in the setting of the record dollar volume. 

Thanksgiving week started the season off on a 
happy note, recording a 4 percent gain in sales 
over the comparable year-earlier week. Appar- 
ently satisfied by a good start, consumers then 
slowed their pace, sales the following week drop- 
ping 6 percent behind the 1959 pace. Activity 
picked up during the third week of the season 
but only to match the year-ago rate. Then, 
on Monday, December 12, came the blizzard. 
Store sales dropped to 15 percent or even less of 


what might have been expected. Recovery was 
quite a bit less than complete on Tuesday and 
even on Wednesday business was not up to the 
expected pace, particularly in suburban locations. 
Although business was brisk by the week-end, 
sales for the week ran 14 percent below the sim- 
ilar 1959 week. 

Shopping was really hectic the final week of 
the season. The gain of 39 percent for the week 
was aided by the fact the 1959 week included but 
four pre-Christmas and one post-Christmas shop- 
ping days, compared to all six shopping days fall- 
ing before Christmas this year. Sales volume this 
week was 13 percent larger than any week since 
the series started in 1919. This large final week 
gain was sufficient to push the five week sales 
total 3 percent above 1959. 

When the last-minute surge brought sales for 
the season up to 3 percent higher than in 1959, 
it also restored the 3 percent margin that cumu- 
lative sales for the year have been holding over 
1959 totals. Ending the year on an optimistic 
note should improve the outlook for 1961. 
Christmas sales gains proved the consumer is in 
a position to spend and will do so if his interest 
can be aroused. 
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What Makes for a More Profitable Bank ? 


Are the more profitable banks able to earn 
more because of greater income or because of 
better control of expenses? Actually, higher bank 
earnings depend upon the most fortunate com- 
bination of both of these elements. Finding the 
right combination, however, is not a simple task. 

The charts on this and the following two pages 
shed light on fortunate and unfortunate com- 
binations. This information was obtained from 
the ‘Functional Cost Analysis” study conducted 
for the past three years by the Federal Reserve 
Bank of Boston tor member banks in the First 
District. Eighty banks with deposits between $3.5 
million and $25.0 million participated in the 
study covering 1959 operations. ‘The study illumi- 
nates various aspects of bank operations but does 
not attempt to make interbank comparisons of 
management, quality of assets, or of differing 
competitive conditions. Neither does it analyze 
nonrecurring profits and losses, as to which man- 
agement policy differs widely among banks. 

Complete copies of the statistical data upon 
which this article is based, together with an ex- 
planation of the methodology, may be obtained 
from the bank’s research department. 

In the chart below, 80 banks are ranged from 
left to right on the basis of the ratios of net cur- 
rent operating earnings after federal taxes, with 
the lowest earning bank on the left, and the high- 


est on the right. The height of the bars reflects 
deposit size of individual banks and the super- 
imposed line graph reflects the average deposit 
size by groups of 10 banks. Although the chart 
indicates that greater variations exist within each 
group of 10 banks than exist between the average 
of any 10 banks, it shows also that the smaller 
banks tended to develop the highest net earnings. 
However, each group of 10 banks contains both 
small and large banks so that size alone was not a 
major determinant of earnings for banks of the 
size participating in the study. 

An important influence on earnings is the efh- 
ciency of bank personnel. In nearly every major 
bank function, the banks reflecting the highest 
earnings for that function showed the highest 
item counts per employee, whether in the de- 
mand deposit, time deposit, or loan functions. 
This was found to be equally true using other 
standards of measurement. 

Data relating deposit size to number of em- 
ployees are sometimes referred to as also being 
indicative of efficient or nonefficient use of man- 
power. Such interbank comparisons are not valid 
because many factors influence efficiency, not the 
least of which are whether the bank’s deposit 
operation is retail or wholesale and whether these 
deposits are put into earning assets which impose 
high or low manpower requirements. 


1959 NET EARNINGS 


Effect of Deposit Size on Earnings After Federal Taxes — Eighty Banks 
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ABOUT THE CHARTS... 

The 80 banks in the 1959 functional cost study are ranged 
on the charts on the basis of the ratios of net current op- 
erating earnings after federal taxes in eight groups of 10 








Income and Expenses 


High net operating earnings arise from a combination of high 
income and low expenses. The volume of loans, particularly 
instalment loans, influences gross income, but portfolio expenses 
must be controlled to yield high net earnings. An equally im- 
portant element is the cost of deposits. These costs (all deposit 
operating expenses less activity charge income plus interest paid 
on time deposits) can, if uncontrolled, dissipate the earnings of 
invested assets. A bank with a high interest burden has to offset 
this expense by efficiency in all phases of operations because the 
interest cost represents so large a portion of the total expense. 


Portfolio Yields 


Expenses of administering the loans and investments in the 
portfolio constitute the difference between the gross and net 
yields. Although the progression was not consistent, over-all 
earnings tended to increase as net portfolio yields increased. 
High gross yields on the total portfolio were associated with a 
high ratio of loans including an above-average ratio of instalment 
and business loans. However, high gross income from these loans 
did not automatically result in high net earnings. Net yields were 
highest when the expenses of these loans were carefully controlled 
to take maximum advantage of their higher yields. 


Loans and Investments 


The relationship of time to total deposits is a factor in deter- 
mining the percentage of total assets carried in loans and invest- 
ments. However, the proportion put into loans, the mixture of 
loans, and the efficiency of the lending operation are more of an 
influence on earnings than is the percentage of total assets placed 
in total portfolio. The highest time deposit banks had a below- 
average percentage of assets in instalment loans and an above- 
average investment in short-term governments. Herein may be 
found two major reasons why these high volume time deposit 
banks were not more profitable. 


Instalment Loans 


A high volume of assets invested in instalment loans is usually 
considered a favorable influence on net earnings. This is true 
only when expenses are carefully controlled or when sufficient 
income is generated to offset the increased expenses. Thus, the 
type of instalment lending, whether direct or indirect, provides 
an important leverage effect on earnings, both income-wise and 
expense-wise. The important thing is to prevent high costs from 
counteracting other earning influences. Many banks developed 
high over-all net earnings despite an average, or below-average, 
volume of instalment loans. 
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each from left to right, with the lowest earning group of 
banks on the left and the highest on the right. 

The “T.A.F.” on the scales refers to Total Available 
Funds (defined as total assets less fixed and other assets). 
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Generally, a high proportion of tax exempt loans and invest- 
ments tended to improve the after-tax earnings. However, the 
sharp and erratic fluctuations in volume of “tax exempts” as be- 
tween high and low earning banks suggest that they are not bd 
necessarily a prerequisite to high over-all net earnings. Wide 
variations occurred in the holdings of tax exempts, ranging from 
a low of nine-hundreds of one percent of total assets to a high 





6 
of 22.36 percent of total assets. Small banks appear to take more 
advantage of municipal obligations than do the large banks, yet 
the large banks would obtain greater tax savings. ps 
Dollars per $1000 
Seeks Demand Deposits 
Activity Charges 10. 





Activity charges were a consistently important source of gross 
income, but banks varied widely in the activity charges which 
they collected, measured as a percent of total demand deposits. 
In 11 of the banks, activity charges were actually greater than net 
earnings before taxes. Obviously, net earnings would have been 75 
seriously affected had activity charges not been made. The highest 
earning group of 10 banks collected approximately the same 
activity charges as did banks in the middle range of over-all earn- 
ings. Thus, this ratio is not especially revealing due to variations 








in number, size, and activity of checking accounts. 5.0 
Recovery of Demand Deposit Expenses Cacgees 





When activity charges are divided by the demand deposit 
operating expenses, the resulting figure reflects the percentage 
that is recovered. A high percentage of recovery means that a 
bank could invest its demand deposits at a comparatively low 
cost. Although sometimes blurred by other relationships, a high 30 
percentage of recovery of demand deposit expenses was a favor- 
able influence on over-all net earnings. Thus, banks which con- 
trolled effectively the expenses in the demand deposit depart- 
ments and which collected fair but not necessarily high activity 
charges had a good start toward a profitable operation. 








20 
Dollars r 
Time Deposit Interest Paid $1000 TAF 
A more revealing measurement of interest burden than merely 
interest rates and percent of time deposits is the actual dollar 
outlay expressed in dollars of funds available for investment. 
Bank earnings tend to increase as interest burden declines. How- 
ever, banks can lessen the impact of this fixed cost, as have some 5 
of the banks burdened with high interest costs, through a more 
advantageous loan mix and by greater efficiency in the demand 
deposit and loan functions. In addition, the higher earning, 
high volume time deposit banks generally had fewer employees, 
and these employees operated at above-average efficiency. Fe 
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Spending and Saving Continue to Rise 


New Englanders spent more money in retail 
stores in 1960 than they did in 1959. Year-to-year 
percentage gains over 1959 sales declined as the 
year progressed, however. Liquid savings ex- 
panded somewhat less than in 1959. 


Retail Sales 

Sales of New England’s retail outlets reached 
approximately $14 billion in 1960, exceeding the 
total for the preceding year by about 5 percent. 
Year-to-year comparisons ranged from. slight 
losses by the furniture, home furnishings and 
appliance group of dealers and by drug and 
proprietary stores to sizable gains by the build- 
ing materials and hardware group, apparel stores 
and the automotive group. Nationally, total sales 
increased 2 percent, with a 2 percent lag in sales 
volume of durable goods more than offset by a 
3 percent gain in sales of nondurables. In New 
England, sales of nondurable goods gained 4 
percent but sales of durables rose 7 percent, as 
sales gains of lumber, building materials, hard- 
ware and new car dealers were much greater in 
the region than nationally. 

Repair and modernization activity appears to 
have expanded in New England in 1960, provid- 
ing the basis for the 15 percent increase in sales 
of the lumber, building materials and hardware 
group of stores. Loans for repair and moderniza- 
tion purposes at the region’s lending institu- 
tions are 14 percent higher than a year ago, a 
slightly larger gain than nationally. 

New car registrations were 16 percent greater 
than a year ago in New England compared with 
a 6 percent gain for the United States. It is not 
surprising, then, to find sales of the automotive 
group of retailers up 6 percent while national 
sales are down 2 percent. Used car sales have 
lagged well below year-ago levels, causing sales 
figures to be less buoyant than new car registra- 
tions. The lower sales tags on compact cars and 
their increased share of the market in 1960 also 
influenced dollar volume. 

Sales of home goods stores dropped 2 percent 
below 1959 levels in New England and 3 percent 
nationally. Sales gains early in the year were 
more than offset by declines starting at the end of 
the second quarter. Upholstered furniture and 
lamp and shade departments were the only home- 
furnishings departments displaying strength con- 
sistently during the year. 

Sales gains in soft goods were sparked by an 11 
percent gain by apparel stores, a marked change 
from the depressed levels of recent years, when 
purchases of durable commodities were favored. 


Nationally, however, apparel sales only increased 
by 3 percent. Apparel sales gains also were an 
important factor in the 3 percent gain achieved 
by the region’s department stores. 

Strong ski season gains and near-record sum- 
mer tourist business helped eating and drinking 
places in the region ring up a 6 percent increase 
in receipts compared to 1959. Increased tourism, 
coupled with the increased number of cars on 
the road, helped to account for a 5 percent gain 
in gasoline station receipts. Sales volume of food 
stores rose 5 percent while that of the remaining 
soft goods stores fell 1 percent behind 1959 levels. 
Nationally, sales of these three groups increased 
by 3 percent. 


Consumer Credit Outstanding Higher 


The amount of credit extended to New Eng- 
landers to help finance their growing needs and 
desires for goods and services expanded during 
the year. At the end of 1960, total consumer in- 
stalment debt outstanding at the region’s finan- 
cial institutions was 14 percent higher than a 
year ago. All types of credit expanded with only 
a slight edge going to automobile loans. 

As might be expected from the comparative 
sales performances, consumer debt has risen more 
rapidly in New England than in the nation dur- 
ing the past year. Among reporting retail out- 
lets, accounts outstanding at furniture and 
household appliance stores were 2 percent above 
comparative 1959 levels and at department stores 
were up 7 percent, largely due to an 18 percent 
increase in revolving credit accounts outstanding. 

The accompanying chart portrays the changes 
in retail sales and consumer instalment credit 
outstanding in the United States and New Eng- 


CONSUMER INSTALMENT CREDIT OUTSTANDING 
AND RETAIL SALES 
United States and New England 
Indexes: 1954-100 
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LIQUID SAVINGS: DOLLARS PER CAPITA 


last three years both in New Eng- 
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land and the nation. The levels are 
about 10 percent higher in New 
England, however, but the relative 
spread is narrowing. 
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land since 1954. Outstanding credit has ex- 


panded much more rapidly than have retail 
sales. I'wo major reasons for this greater growth 
are the increased proportion of retail sales 
financed by credit plans and an expansion of 
credit financing in the area of services. 


Liquid Savings 


‘Total liquid savings grew almost the same 
amount in 1960 as in 1959 both in New England 
and the nation as a whole. Per capita liquid sav- 
ings did not show the 1959 rate of growth in New 
England, however, because the estimated popu- 
lation rise in the region was greater than in 1959. 
At the end of 1960, the level of per capita liquid 
savings was $2,335 in New England, 38 percent 
higher than the national level of $1,696. 

Liquid savings are defined as those types of 
financial assets whose prices do not fluctuate. 
Thus U. S. Savings Bonds are considered liquid 
savings but regular marketable bonds are not 
because their market prices vary with conditions 
in the money markets. New England holdings of 
liquid savings are taken as the totals held in 
institutions located in New England, with the 
exception of Savings Bonds and life insurance 
equities. Savings Bond holdings are computed 
from total sales and redemptions in New Eng- 
land. Life insurance equities, which are roughly 
equivalent to cash surrender values, are com- 
puted from life insurance in force by state. 

Per capita liquid savings rose 
$33 in New England during 


Percent 


of savings bonds began to exceed sales by greater 
margins both in the Boston Federal Reserve 
District and in the nation. With the decline in 
interest rates that coincided with the recession in 
business activity in late 1957, the ratio of redemp- 
tions to sales fell. In 1959, as the general level of 
interest rates rose again, redemptions again in- 
creased relative to sales. In October a sharp de- 
cline occurred in the redemptions to sales ratio, 
caused by the raising of the annual rate on 
Savings Bonds from 314 percent to 334 percent. 
In 1960, the ratio remained about stable at the 
reduced level. 

The redemptions to sales ratio has generally 
been higher in the First District than in the 
nation, despite higher yields paid by savings 
institutions elsewhere in the country which 
should have provided greater competition to sav- 
ings bonds. One probable explanation is that 
New Englanders on the average are more sophis- 
ticated in financial matters and thus have been 
somewhat more sensitive to interest rate differ- 
entials. In 1960, however, the redemptions to 
sales ratios were about the same in this District 
and the nation. One possible reason for the clos- 
ing of the gap appears to be the greater rise in 
rates paid by savings institutions in other areas 
of the country. Despite the fall in market interest 
rates in 1960, many savings institutions raised the 
rate paid to depositors, and aggressive advertis- 
ing continued. 


RATIO OF REDEMPTIONS TO SALES OF SAVINGS BONDS 





1960 and $60 in the nation. 
The last time the nation had a 
larger growth in per capita 
savings was in 1957 when the 
increases were $80 for the na- 
tion and $60 for New England. 

Among the separate cate- 
gories of liquid savings, life in- 
surance equities have shown 
the steadiest growth. Per capita 
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ownership of these equities 
rose about $20 in each of the 
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Billions of Dollars Federal Reserve District | Percent 
CHECK PAYMENTS 


Seasonally Adjusted Index, 1950-52:100 
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MASSACHUSETTS NEW ENGLAND UNITED STATES 
MANUFACTURING INDEXES | (1950-52 = 100) (1950-52 = 100) (1957 = 100) 
| 
(seasonally adjusted) | Nov. '60 Oct. ’60 Nov. '59 |: Nov. "60 Oct.'60 Nov. '59| Nov.'60 Oct.'60 Nov. '59 
| 
All Manufacturing 121 116 119 116 115 119 105 106r 102 
Primary Metals 94 91 89 89 89 100 76 78r 79 
Textiles 44 44 33 61 62 70 n.a. 104 111 
Shoes and Leather | 138 115 130 134 120 137 n.a. n.a. 104 
Paper | 106 103 112 |) (127 124 132 na. 112 109 
| 
NEW ENGLAND UNITED STATES 
| Percent Change from: Percent Change from: 
BANKING AND CREDIT | Nov.'60 Oct. '60 Nov. '59 Nov. '60 Oct. '60 Nov. '59 
Commercial and Industrial Loans ($ millions) 1,448 + 1 + 5 31,703 + 1 + 6 
(Weekly Reporting Member Banks) | 
Deposits ($ millions) 4,532 +1 + 1 110,656 0 + 2 
(Weekly Reporting Member Banks) 
Check Payments ($ millions) 9,596 + 6 + 9 235,183 + 1 + 8 
(Selected Cities) 
Consumer Installment Credit Outstanding a950 0 +10 287.3 0 + 7 
(index, 1950-52 = 100) 
TRADE 
Department Store Sales 129 0 0 144 —4 —a 
(index, seas. adj. 1947-49 = 100) 
Department Store Stocks 151 — 1 + 4 169e + 1 “+6 
(index, seas. adj. 1947-49 = 100) 
EMPLOYMENT, PRICES, MAN-HOURS, & EARNINGS 
Nonagricultural Employment (thousands) 3,655 0 0 53,480 0 +1 
Insured Unemployment (thousands) | 146 +14 +33 2,017 +20 +18 
(excl. R. R. and temporary programs) | 
Consumer Prices 129.8 0 + 2 127.4 0 + 1 
(index, 1947-49 = 100) (Mass.) 
Production- Worker Man-Hours 85.0 0 — ie 95.1 — 2 — 3 
(index, 1950 = 100) 
Weekly Earnings in Manufacturing ($) 82.04 + 1 + 2 90.78 0 + 2 
OTHER INDICATORS (Mass.) 
Construction Contract Awards ($ thous.) 
(3-mos. moving averages Sept., Oct., Nov.) 
Total | 156,114 ~10 +10 3,108,017 4 49 
Residential | 71,538 = 6 + 1 1,306,915 ae —4 
Public Works | 15,990 —2] —15 585,688 + 3 +43 
Electrical Energy Production 217 — 1 + 4 265 — 3 + 3 
(index, seas. adj. 1947-49 = 100)* | 
Business Failures (number) 47 —20 +32 1,311 — is +16 
New Business Incorporations (number) | 776 ig que 12,412 —10 — ao 
*Figure for last week of month | + = revised n.a. = not available 
e = estimate 
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